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RECENT OUTPUT AND PRICE DEVELOPMENTS
Since last autumn over-all output of goods
and services has risen somewhat further as
defense activities have increased substan-
tially and as productive capacity has con-
tinued to expand. Civilian and defense
demands for goods, nevertheless, have been
below, and available civilian supplies have
been considerably above, previous expecta-
tions, and important shifts have occurred in
civilian markets and among various types of
private activity. Readjustments in current
and prospective demand, supply, and cost
conditions have been reflected in some fur-
ther decline in wholesale prices. Changes in
prices reported for consumer goods and serv-
ices have been largely offsetting since last
autumn, the average remaining relatively
stable.
Distributors' stocks have been cut back
from the high levels reached a year ago, but
manufacturers' stocks have increased further
and this spring industrial production, shown
together with other selected business indexes
in the chart, has been curtailed somewhat
below last autumn's level. Work stop-
pages in some major industries have contrib-
uted to the recent production decline, but
reductions in output of consumer goods
and some slackening of activity in producers
equipment industries have also been im-
portant factors.
A leveling off in disposable personal in-
comes since last autumn has been an im-
portant influence in the selective and rela-
tively restrained demands for many types of
goods. Demand for new and used cars has
been more active than for other consumer
durable goods, and production of new pas-
senger automobiles has risen since last winter
in line with the increased supply of metals
available for civilian goods. Continued
strong demands and high prices for foods





NOTE.—Monthly series, seasonally adjusted except for prices.
Indexes for inventories, retail sales, and disposable personal
income based on Department of Commerce data. Price series
from Bureau of Labor Statistics. Latest figures are for April
1952, except for industrial production and prices, which are esti-
mates for May.
Total construction activity has reached a
new high this spring. Public construction
for military purposes has advanced substan-
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tially further. New housing starts have been
about as high as in the spring of last year
but substantially below 1950. Effective June
11, maximum down payments on new
houses required by Regulation X were re-
duced. Contract awards for private non-
residential construction have increased con-
siderably as Federal curbs on the use of
building materials have been relaxed.
Total employment in early May was close
to earlier record levels, and unemployment
since last autumn has remained at about the
lowest level of the postwar period. Hourly
earnings at factories have shown only a
moderate further rise this year and average
working hours have been reduced. New
wage contracts in some leading industries
were still unsettled at the beginning of June,
and in some others large increases had been
granted.
In contrast to the increased supplies of
nonfood consumer goods, total production of
livestock products and food crops has shown
relatively little expansion during the past
two seasons. Cattle slaughter has remained
low relative to the number on farms. Hog
marketings, although in exceptionally large
volume in February and March, have fallen
off considerably since that time. Production
of crops is likely to increase further this year
if average weather conditions prevail, and
domestic supplies of crops are expected to
be augmented by a decline in exports from
the record shipments of the current season.
Prices received by farmers in mid-May
were slightly below last autumn's average
level and about 20 per cent higher than
two years ago. Farm incomes have been
largely maintained close to earlier peak
levels, and agricultural land values have in-
creased further to a level which in March
was 9 per cent above a year earlier.
These diverging developments in industry
and agriculture have taken place concur-
rently with a steadily rising volume of Fed-
eral defense expenditures. Total security
outlays, including substantial amounts for
military pay, foreign military and economic
aid, and atomic energy, were at an annual
rate of 47 billion dollars in the first quarter
of 1952 and are estimated to be about 53
billion in the second quarter.
Production of goods for the military and
atomic energy programs and of materials
and equipment used in their manufacture is
estimated to have accounted for about one-
sixth of the Board's index of industrial pro-
duction in the last quarter of 1951. The
portion of durable manufactures was close to
one-fourth and that of nondurables about
one-twelfth. During the second quarter of
this year the defense share of industrial pro-
duction has apparently increased to nearly
one-fifth of the total.
SHIFTS IN INDUSTRIAL OUTPUT
Total production at factories and mines
increased early this year to the advanced
rate prevailing during the first half of 1951,
and then declined moderately as supplies of
goods proved to be larger than had generally
been anticipated. The Board's index of in-
dustrial production in May is estimated to be
214 per cent of the 1935-39 average, 4 per
cent below the 222 level of last February and
of May 1951. This decline reflects only in
part work stoppages in steel and petroleum
refining. At the end of May petroleum re-
fineries were being reopened and steel mills
were back to capacity levels. In early June
work was again stopped at most steel mills,
and consequently industrial production has
apparently declined further.
Output and deliveries of military hard
goods have risen further in recent months,
and total order backlogs of metalworking
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industries have remained at advanced levels.
Nevertheless, the diversion of resources to
the defense program has been less rapid than
projected under earlier schedules, and indus-
trial materials capacity has continued to in-
crease markedly in line with expansion
programs established earlier. Thus, declin-
ing tendencies this year in activity in various
industries turning out goods for consumer
and private business use have been influenced
mainly by current and prospective demand
considerations rather than by material or
labor supply limitations.
Consumer durable goods. Total output
of major consumer durable goods has been
relatively stable since mid-1951 at levels far
below 1950 and early 1951, but at about the
average for the years 1947-49. During this
period production of household goods and
automobiles have shown roughly offsetting
movements, as indicated in the chart.
OUTPUT OF MAJOR CONSUMER DURABLE GOODS
Per Cent SEASONALLY ADJUSTED INDEXES, 1947-49= 100 Per Cent
949 1950
NOTE.—May 1952 estimated.
Assembly of passenger automobiles in-
creased substantially from the model change-
over low point reached in January and since
late March has been at an annual rate of 4.8
million units, as compared with 5.3 in 1951
and an exceptional 6.7 million in 1950. The
4.8 million rate is in marked contrast to the
rate of about 3.7 million units originally set
by Federal authorities for the second quar-
ter of 1952 in anticipation of severe metal
shortages during this period.
Production of household goods recovered
moderately during the second half of last
year as consumer demands for television sets
and some major appliances strengthened
temporarily. Early this year manufacturers'
stocks again began to accumulate. In view
of the considerable easing in the materials
outlook that became apparent in the first
quarter of this year, the slack in consumer
buying, and the 1951 experience with large
inventories, neither producers nor distribu-
tors were inclined to hold larger stocks. Con-
sequently, output of television sets and house-
hold appliances was curtailed sharply in
April and May.
Value of sales of these and other major
household goods decreased this year until
the latter part of April and then increased
more than seasonally. The rising volume of
new housing and the easier credit terms ac-
companying suspension of instalment credit
controls on May 7 appear to have been
strengthening influences in the demand for
these goods. In automobile markets there
was a considerable expansion in sales of new
and used cars following suspension of Regu-
lation W. Preliminary registration reports
indicate a level of new car sales in May in
excess of the volume of output and a sizable
reduction in dealers' stocks after a rise from
February through April.
Nondurable goods. Production of non-
durable goods was relatively stable last au-
tumn and winter, at a level about 6 per cent
below the early 1951 peak, but this spring
output of these goods has again declined.
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In April total output of nondurable manu-
factures was 8 per cent below earlier records,
and in May, with petroleum refining activity
temporarily curtailed sharply, output de-
creased somewhat further. Declines this
year, as in 1951, have been concentrated
largely in textile, leather, paper, and rubber
products, where exceptionally high levels of
output in late 1950 and early 1951 had led
to excessive accumulation of inventories. In-
ventory fluctuations are much less pro-
nounced in manufactured foods and other
nondurable goods industries, and output in
this sector has changed little during the past
year, as shown in the chart. The decrease
indicated in the latest month reflects mainly
the work stoppages at petroleum refineries.
OUTPUT OF NONDURABLE GOODS
1947-49-100 Per Cent
140
NOTE.—Component indexes of the Federal Reserve industrial
production index converted to a 1947-49 base, adjusted to levels
of tentative new annual indexes, and calculated with prelimi-
nary revised seasonal adjustment factors. May 1952 figures
estimated.
Textile output, which had been substan-
tially curtailed in 1951, was reduced again in
March and April this year. As a result of
these curtailments, excessive business inven-
tories of textile products were apparently
substantially liquidated, and in May activity
recovered somewhat. May output was about
one-fifth below a year ago, even though the
military take remained relatively large.
Reductions in activity in the paper indus-
try during the past year, stemming mainly
from inventory considerations, have been
less marked. Output curtailment in the
rubber industry has been relatively moderate,
in part because Federal controls on rubber
consumption imposed late in 1950 had lim-
ited expansion. This spring factory stocks
of tires have shown a greater than seasonal
rise, in spite of the increased rate of auto-
mobile production and a record number of
vehicles on the roads. Output of leather
products has recently been above earlier re-
duced levels.
Production in the chemical industries has
shown only a slight decrease from the high
levels reached last autumn. Although out-
put of rayon and other chemical products
used in the textile and paper industries has
been reduced considerably, production of
many other chemicals has continued to ex-
pand, owing partly to the Federal atomic
energy program and other military require-
ments and partly to sustained or rising con-
sumer demands for numerous chemical
products. Generally sustained consumer de-
mands have also been a factor in maintaining
activity in industries producing manufac-
tured foods and tobacco products, and in the
printing and publishing industries.
Business and military equipment. While
business demands for inventories have been
greatly curtailed during the past year, in-
vestment in plant and equipment has in-
creased to new record levels. This capital
expansion has been stimulated by the re-
quirements of the defense program and the
advantages of rapid amortization of facilities
for tax purposes. Since the beginning of the
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year the rise in business expenditures on
capital equipment has apparently tapered off,
and activity in industries making this equip-
ment, mainly in the electrical and nonelec-
trical machinery groups, has apparently de-
creased somewhat.
The shifting of an important part of the
nation's resources to defense production has
been a gradual process, and the impact of the
expansion of military output has been con-
siderably less than anticipated earlier. In
many lines, tooling up has now been accom-
plished on a large scale, pipelines have been
filled, and emphasis has shifted from large
gains in work in process to gains in finished
output. In the first quarter of this year de-
liveries of aircraft and other military hard
goods expanded more than one-third from
the previous quarter to an annual rate of
about 20 billion dollars, according to the
Defense Production Administration. Total
deliveries for military use, including also the
value of camp, airfield, and other types of
construction as well as of food, petroleum
products, and other nondurable goods, were
at an annual rate close to 28 billion dollars.
It was also estimated that this rate is about
two-thirds of the peak rate envisioned in
current plans for early 1953.
MATERIAL SUPPLIES
The large expansion in output of metals
since mid-1950, accomplished in part through
increases in capacity, has brought demand-
supply relationships for most major metals
into close balance. For some items such as
aluminum, requirements of the Federal
strategic stockpile have been important in-
fluences in maintaining over-all demands
above actual consumption levels.
Output of some other industrial materials,
used mainly in the production of nondurable
goods, has been cut considerably over the
past year as market supplies became excessive
in the light of reductions in consumer and
business demands. Rayon production has
been curtailed as sharply as in 1949, as
shown in the chart, and paper and paper-
board output is below current capacity levels.
OUTPUT OF SELECTED MATERIALS
NOTE.—Quarterly data at annual rates compiled from the
following sources: rayon, Textile Economics Bureau, Inc.;
synthetic rubber (expressed in long tons), National Production
Authority; paper and paperboard (excluding newsprint), Bureau
of the Census; cement and aluminum, Bureau of Mines; and
steel ingots, American Iron and Steel Institute. Cement and
steel series seasonally adjusted by Federal Reserve. Second
quarter 1952 data estimated. Capacity data for year-end periods
from various sources.
Steel output in March was at a record
annual rate of 111 million ingot tons, 2 per
cent in excess of rated January 1 capacity
and 12 per cent larger than output in mid-
1950. Capacity is scheduled to reach about
118 million tons by the end of 1952 and fur-
ther additions are planned for 1953. Severe
shortages of most steel products began to dis-
appear gradually in the first quarter of this
year, and output of some types of steel began
to exceed demands. Previously nondefense
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use of steel in the first quarter had been cut
below earlier reduced amounts, and further
cuts had been scheduled for the second quar-
ter, then viewed as the most critical period
for consumer metal products. Partly because
of the stretch-out in the defense program an-
nounced early this year, second quarter au-
thorized use of steel for consumer durable
goods and less essential construction was
raised.
The work stoppages at steel mills in
early April and early May, which curtailed
output for these two months about 10 per
cent from the record March rate, did not
result in modification of increased nonde-
fense use for the second quarter, and in
late May substantially larger allotments for
civilian goods were announced for the third
quarter. With work halted at steel mills
again in early June, however, the possibility
arises of renewed pressure on steel supplies.
Steel requirements for the military and
atomic energy programs are now close to
their programmed peak, which, according
to the Defense Production Administration,
will represent almost one-fifth of current
capacity levels.
Aluminum output has expanded rapidly
to an annual rate of 940,000 tons in April,
which was close to the highest levels reached
in World War II, when the aircraft program
was considerably greater than that contem-
plated under present defense plans. Federal
defense authorities anticipate that perhaps as
much as 40 per cent of the total supply of
aluminum this year, including reclaimed
metal and prospective imports, will be ab-
sorbed by the defense program. Defense re-
quirements for copper are also large, and
copper demands were further stimulated by
prospects of higher prices and a temporary
cutting off of supplies from Chile, which ac-
counted for about 20 per cent of total new
supply in the United States. Among other
nonferrous metals there have been sharp
drops in demands.
As balance between requirements and sup-
plies has developed, important relaxations
have been made in production controls. All
restrictions on use of lead and a few other
nonferrous metals have been eliminated and
the major curbs on zinc have been removed.
Moreover, the Defense Production Adminis-
tration announced in May that plans were
under way for the selective decontrol of other
metals, including steel and aluminum.
Among nondurable materials, practically all
remaining controls on the use of natural and
synthetic rubber were lifted in April. Syn-
thetic rubber production is currently about
one-seventh below capacity rates, owing
mainly to a temporary shortage of ingredi-
ents as a result of the work stoppages at
petroleum refineries.
RECENT PRICE DEVELOPMENTS
Prices in both wholesale and consumer
markets have continued to show divergent
tendencies this year. Supplies of goods have
expanded unevenly, and there have been
important shifts in private and public de-
mands. Upward pressures of wage and dis-
tribution costs—including the recent 7 per
cent advance in railroad freight rates—have
been offset in varying degrees by large re-
ductions in costs of materials. While Federal
price ceilings on some materials have been
suspended as prices have declined, many
other commodities continue at ceiling levels,
which in certain cases have been raised since
last autumn.
Wholesale price trends have generally
been downward this year, and the general
level has declined 2 per cent to a point 4
per cent below the February 1951 peak.
Basic commodities have declined steadily
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except in mid-March and again in May when
less favorable reports were received from
Korea, work stoppages threatened to cut
supplies, some Government restraints were
modified, and seasonal buying strengthened.
Wholesale and retail prices of many finished
goods—mainly consumer goods other than
foods—have also declined this year, in con-
trast to the period early last year when de-
creases in prices were limited to those basic
commodities that had risen most sharply
after the Korean outbreak. Rents and prices
of other consumer and business services,
meanwhile, have continued to advance.
WHOLESALE MARKETS
Further decline in basic commodity prices
this year has brought the average to a level
10 per cent above June 1950, about the same
percentage change as for the general whole-
sale and consumer price averages. Mean-
while, however, changes among groups of
basic commodities became more divergent
during the first four months of the year.
Domestic prices of metals were maintained
PRICES OF BASIC COMMODITIES
1947-49=100
NOTE.—Based on Bureau of Labor Statistics' indexes. Mid-
month figures, except for latest shown, which are estimates for
June 5, 1952.
until the end of April, while prices of other
basic commodities declined considerably, as
shown in the chart. About half of these
other commodities were then back to or
below the price levels of two years earlier.
The largest decreases, both this year and
last, were among such industrial materials
as wool, rubber, hides, and tallow. In part
this was a reaction from the very high levels
reached in the earlier period of world-wide
speculative bidding for commodities and ac-
cumulation of inventories by manufacturers
and distributors. But other influences, such
as the rapid expansion in rubber supplies, re-
duced over-all demand for textiles and
leather goods, and competition from alterna-
tive materials, were important in the decline.
In May prices of wool and hides recovered
moderately from their sharply reduced levels.
Agricultural products. Prices of major
crops have declined moderately this year and
in some cases are at Federal support levels,
which are generally 15 per cent higher than
at the time of the Korean outbreak. While
use of feed grains has been large and supplies
are considerably smaller than last year, pros-
pects of a wheat crop one-third larger than
last year have exerted downward pressures
on grain prices. Foreign, as well as domestic,
textile mill activity has been curtailed this
spring and prices of foreign cotton, previ-
ously considerably above the price for do-
mestic cotton, have declined to levels more
competitive with United States exports. Do-
mestic spot cotton prices on June 5 were still
one-fifth above the pre-Korean level and one-
fourth above the support level.
Wholesale food prices this year have gen-
erally continued close to earlier peak levels,
except for seasonal fluctuations. Major ex-
ceptions have been eggs and edible fats and
oils, which have decreased largely in response
to significant increases in supplies. Hog
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prices, which had declined further in the
first quarter of this year when marketings
were exceptionally large, rose sharply in
early May as marketings declined below
those of a year ago. Prices of dairy prod-
ucts, despite a larger seasonal decline this
spring than last, are about 5 per cent above
a year ago with supplies showing little
change. Average prices of fresh vegetables
are 25 per cent higher, with supplies of
potatoes and some other foods considerably
below those of a year ago.
Metals. Until the end of April prices of
metals in domestic markets remained at
Federal ceilings. Ceilings for lead and zinc
were raised upwards of 10 per cent last
autumn, and in January tin prices were raised
18 per cent, following several reductions in
the spring of 1951 after the Reconstruction
Finance Corporation became the sole im-
porter. By January, however, foreign prices
of other nonferrous metals had begun
to decline sharply from levels far above
domestic ceilings, as requirements to meet
defense programs were below earlier expec-
tations and there was no further deteriora-
tion in the international situation. Foreign
prices of lead fell below the domestic ceiling,
and since April 29 domestic prices have been
reduced three times for a total reduction
of 4 cents per pound or 20 per cent. By the
end of April copper prices abroad had de-
clined two-fifths to a level about one-third
above the domestic ceiling. The effect of this
decline on Chile's prospective earnings was
in large part responsible for her actions to
secure higher prices for copper shipped to the
United States and the recent revision in do-
mestic ceilings on imported copper. In early
June domestic zinc prices were reduced 18
per cent.
Pressures for higher ceiling prices on iron
and steel mill products continue strong, al-
though ferrous as well as nonferrous scrap
prices have fallen below ceiling levels. Prices
of most finished metal products and indus-
trial machinery have continued at ceilings,
which for some products, notably automo-
biles and machine tools, have been raised
substantially since the initial price freeze.
CONSUMER MARKETS
In retail markets, the average level of prices
advanced further last autumn but has
changed little since then, although com-
ponents moved diversely. Rents and prices
of other services, as shown in the chart, have
been rising gradually to new postwar highs—
about 17 per cent above the 1947-49 average.
Retail foods have shown mainly seasonal
changes at a high level—14 per cent above
the 1947-49 average. Ceiling prices of auto-
mobiles have been raised three times since
January 1951 and Federal excise taxes once,
for a total increase of 13 per cent. Prices of
CONSUMER PRICES
1935-39 • 100
NOTE.—Bureau of Labor Statistics monthly indexes for foods
and rent. Other series are based on Bureau of Labor Statistics
data and are partly estimated by Federal Reserve. All figures
for May 1952 are estimates.
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used cars have continued to advance some-
what this spring, in contrast to declines in
April and May of last year, and are now
up about 12 per cent from a year ago.
Prices of other goods, chiefly apparel, tex-
tile housefurnishings, furniture, appliances,
and television sets, have been declining since
last autumn. In addition, large concessions
from list prices in the form of special dis-
counts and increased allowances on trade-ins
have been made by retailers to stimu-
late sales of appliances, television sets, and
tires.
With gradual relaxation of controls over
rents in recent years and with prices of other
services reaching new peaks, the relative im-
portance of service items in consumer
budgets has undoubtedly increased from un-
usually low postwar levels. These develop-
ments, together with the fact that increasing
numbers of families are living in their own
homes and making monthly payments on
mortgages, have tended to limit consumer
demands for apparel and durable goods.
In the aggregate, however, consumers have
increased further their holdings of liquid
assets since last autumn, probably reflecting
their attitudes regarding prices as well as
the earlier expansion in their stocks of many
types of goods.
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